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In recent years, research on corporate governance gets more and more attention, 
whose main content is agency problem. The solution to the agency problem is divided 
into internal control mechanism and external control mechanism. Jensen and 
Meckling (1976) pointed out that security analysts played a role in companies as 
external supervisors. This paper studies the external monitoring effect of analysts in 
corporate governance. By connecting the analysts with agency cost this study 
discusses China's security analysts' effects on corporate governance, which can 
promote the development of China's securities analysts to a certain extent and provide 
investors a new measuring standard for corporate governance so that capital market 
gets more effectiveness and standardization. 
The innovation of this paper mainly reflects in three points. First, past researches 
on security analysts mostly focus on accuracy of earnings forecasting, analyst 
following behavior and so on. However this article studies corporate governance 
effect of analysts following from the perspective of agency costs, which provides a 
new perspective for research on China's analysts'. Second, this paper proposes a 
feasible model to test the relationship between China's analysts and agency costs, 
which makes up for the blank field of China's analysts research. Finally the data this 
paper uses is newer. 
This paper puts forward assumption that analysts following can reduce agency 
cost, and it takes A listed companies in Shanghai stock exchange and Shenzhen stock 
exchange in 2005-2010 as research objects. Besides, this paper establishes two model 
from two angles, that is, the rate of administrative expenses and asset turnover ratio. It 
studies the relationship between the agency cost and the number of analysts following 
using descriptive statistics and regression analysis. The empirical results show that 
more analysts following, the smaller the rate of administrative expenses, the greater 
















can really reduce the companies' agency cost. 
But the coefficient of the number of analysts following is small for both the rate 
of administrative expenses and asset turnover ratio, which indicates that the analysts' 
external monitoring effect is effective but not good enough. Maybe the cause is the 
development of China's analysts is not mature enough. 
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